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TAGS: ELTW, ENRG, TS, AG, IT 
SUBJECT: ALGERIA TO ITALY PIPELINE 

REF: ALGIERS 5977 

1 . SUMMARY: WE ALSO HAVE IMPRESSION HERE THAT ALGERIA 
TO ITALY GAS PIPELINE QUESTION NOT ENTIRELY CLOSED .THIS 
CORRESPONDS BOTH TO HOPES OF SEVERAL SENIOR ENERGY ADVISORS 
TO GOT AND TO REPORT THAT ALGERIANS MAY BE DISPOSED TO 
HELP REOPEN ISSUE BY FACILITATING SWEETER DEAL FOR TUNISIA. 
COUNSELOR ITALIAN EMBASSY. WHILE ACKNOWLEDGING SEVERAL 
IRRITANTS IN CURRENT RELATIONS WITH TUNISIA, SAYS HIS 
GOVERNMENT IS SUFFICIENTLY INTERESTED IN PIPELINE THAT IT 
PLANS TO DISPATCH ENVOY TO ALGIERS AND TUNIS TO EXPLORE 
MOVEMENT ON ISSUE. END SUMMARY. 

2. MOTIVATED BY INDUSTRIAL NEED FOR NATURAL GAS AND RESERVA- 
TIONS IN RESPECT TO TUNISIAN OFFSHORE (MISKAR) GAS PROJECT, 
LIMITED OFFICIAL USE 
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SEVERAL SUBCABINET GOT OFFICIALS EXPRESS HOPE THAT AGREEMENT 
STILL MAY BE REACHED WITH ITALY ON ALGERIA TO ITALY PIPELINE 
TRANSITING TUNISIA. 

3. LOCAL RUMOR HAS IT THAT DURING HIS EARLY FEBRUARY VISIT 
ALGERIAN FOREIGN MINISTER BOUTEFLIKA MAY HAVE BEEN PERSUADED 
TO OFFER ITALIANS SLIGHTLY BETTER DEAL WITH UNDERSTANDING 
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LATTER WOULD PASS BENEFITS ON TO GOT. 

4. COUNSELOR RUGGIRELLO OF ITALIAN EMBASSY TELLS US GOI 
NOT INCLINED OTHERWISE TO BETTER ITS OFFER OF 5 PER CENT 
THOUGHPUT OR ONE BILLION CUBIC METERS ANNUALLY (GOT 
SOURCE CALCULATES 5 PERCENT AT 600 MILLION CUBIC METERS). 

BOTH SOURCES INDICATED TUNISIANS ASKING 10 PERCENT BUT 
ITALIANS OFFERING ONLY 5 PER CENT OF THROUGHPUT. GOI 
RUGGIRELLO MAINTAINS, NOW HAS POLICY PREFERENCE FOR LNG 
APPROACH AND ONLY WILLING TO PAY "MARKET RATE" FOR PIPELINE 
SERVICES-NOT TO HAGGLE OVER DIVISION OF SAVINGS FROM PIPELINE. 

5. RUGGIRELLO SAID, HOWEVER, THAT "ROVING AMBASSADOR" FROM 
FOREIGN MINISTRY WILL SOON VISIT ALGIERS AND TUNIS TO SEE 
WHETHER THERE IS REAL MOVEMENT IN ALGERIAN AND/OR TUNISIAN 
POSITIONS ON PIPELINE. HE ALSO SAID ALGERIANS NECESSARILY 
PART OF NEGOTIATIONS SINCE ANY ADDITIONAL GAS GOT WISHED TO 
BUY WOULD HAVE TO BE SOLD TO IT BY ALGERIANS. (TUNISIAN 
SOURCE INDICATED TO US THAT GOT EXPECTED OPTION TO BUY 
ADDITIONAL QUANTITIES FROM ITALIANS.) 

MULCAHY 
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